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Accelerated Amortization of Facilities for Military 
Production * 


By JOHN J. Fox, CPA 
(Detroit Office) 


The issuance of necessity certifi- 
cates and the deduction of acceler- 
ated amortization of emergency 
facilities were authorized by the 
Revenue Act of 1950. This pro- 
gram is intended to permit suppliers 
of products needed by the govern- 
ment to charge against income and 
deduct for tax purposes all or part 
of the cost of expanding their facili- 
ties within the period that those 
facilities seem likely to be useful. 
Accountants need to know how the 
program works, both because many 
accountants are or will be called 
upon to assist in setting it up for a 
given company, and because 
accelerated depreciation changes 
materially the normal depreciation 
and tax structure of the business 
using it. This accelerated amorti- 
zation of emergency facilities is 
available only through the filing of 
timely applications and compliance 
with the regulations. Every tax- 
payer should be advised of the pos- 
sibility of current tax benefits 
through participation in the emer- 
gency facility program. 

The Revenue Act of 1950 added 
Section 124A to the Internal Reve- 





*This article first appeared in the Journal of Accountancy and is reprinted by permission. 


nue Code. This section authorizes 
the deduction from net income of 
amortization of the adjusted basis 
of an emergency facility over a 
period of 60 months. This deduc- 
tion is in heu of normal deprecia- 
tion. 

Emergency facility is defined to 
mean any facility, land, building, 
machinery, or equipment, the con- 
struction, reconstruction, erection, 
acquisition, or installation of which 
was completed after December 31, 
1949, and with respect to which a 
certificate has been issued. 

In the regulations governing the 
issuance of necessity certificates, 
emergency facilities are stated to 
include any land, buildings, ma- 
chinery, or equipment required to 
aid in supplying goods and services 
necessary in the interest of national 
defense. The term obviously is not 
limited to productive facilities, and 
facilities which support the per- 
formance of essential services should 
be considered within the scope of 
the term. 

This definition is broad and is 
generally believed warranted for the 
purpose of strengthening the in- 
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dustrial base of our economy. Thus, 
the emphasis in the early certifi- 
cates issued has been on expansion 
of capacity in the steel industry. 
Any contemplated expansion should 
be carefully reviewed to determine 
whether there is a reasonable basis 
for claiming that the added facilities 
are necessary in the interests of 
national defense. Where it is deter- 
mined that a reasonable basis does 
exist, an application for a necessity 
certificate should be filed. 


In some cases, the availability of 
the amortization deduction may be 
the marginal factor which will move 
a businessman to proceed with an 
expansion program. Construction 
or acquisition of such facilities may 
be entirely dependent upon the 
receipt of a necessity certificate. 


The deduction of accelerated 
amortization under Section 124A of 
the Internal Revenue Code is en- 
tirely dependent on the issuance of 
a necessity certificate. A certificate 
must be applied for within six 
months after the acquisition, in- 
stallation, or beginning of construc- 
tion of the facility. The deduction 
may commence with the month fol- 
lowing the month in which the 
facility was completed or acquired, 
or, at the election of the taxpayer, 
at the beginning of the succeeding 
taxable year. 


The deduction is computed on a 
60-month basis and is applied to 
that portion of the cost which has 
been certified. Any portion of the 


cost which is not amortized on a 
60-month basis may be depreciated 
in a normal manner based upon the 
estimated useful life of the assets. 
The amortization deduction may be 
terminated at any time at the elec- 
tion of the taxpayer, but, if so ter- 
minated, the taxpayer may not 
later return to the amortization de- 
duction. 


There is no provision in Section 
124A, as there was in Section 124 
during the last war, for a shortening 
of the amortization period. 


TREATMENT AT TIME OF DISPOSAL 


In the event of a sale of an item 
with respect to which amortization 
has been claimed, the benefits of 
capital gain rates may be applied 
only to the excess of selling price 
over cost less normal depreciation. 
The portion of the gain attributable 
to the excess of amortization over 
normal depreciation is taxable at 
ordinary rates. 


Additions to existing plant ca- 
pacity acquired or constructed sub- 
sequent to December 31, 1949, if 
otherwise qualified, may be eligible 
for certification. 

Additions to facilities which have 
already been certified may also be 
eligible for certification. A new ap- 
plication, however, must be filed to 
cover these additions. The cost of 
such additions is not to be treated 
as an adjustment to the basis of the 
original facility, but a separate basis 
is to be computed therefor. 
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SECTION 124A ADMINISTRATIVE 
PROCEDURE 


Section 216 of the Revenue Act 
of 1950 added Section 124A to 
Chapter 1 of the Internal Revenue 
Code. Executive Order 10172 dated 
October 12, 1950, designated the 
Chairman of the National Security 
Resources Board as the certifying 
authority under the section. Execu- 
tive Order 10200 dated January 3, 
1951, created the Defense Produc- 
tion Administration and designated 
the Defense Production Adminis- 
trator as the certifying authority for 
purposes of Section 124A. This 
designation became effective on 
January 25, 1951, with the appoint- 
ment of General W. H. Harrison as 
Defense Production Administrator. 

Regulations governing the issu- 
ance of necessity certificates were 
issued by the Chairman of the 
National Security Resources Board 
with the approval of the President 
in October, 1950. Shortly there- 
after, application forms, Form 
NSRB 140, together with support- 
ing appendix forms were released. 
The regulations and forms pre- 
scribed by the NSRB have been 
continued in use by the Defense 
Production Administration. 

The regulations are in five parts 
and contain the following: 


Section 600.1 Definitions 


Section 600.2 Criteria for determi- 
nation of necessity and the por- 
tion attributable to defense pur- 


poses 


Section 600.3 Procedures and re- 
sponsibility 

Section 600.4 Powers of the certify- 
ing authority 

Section 600.5 Amendment of regu- 
lations 


Applications for necessity certifi- 
cates are filed by the taxpayer with 
the Defense Production Adminis- 
tration (formerly with the NSRB) 
in the Department of Commerce in 
Washington. In accordance with 
the provisions of Executive Order 
10172, the Defense Production Ad- 
ministrator, as certifying authority, 
refers each application to one of 
four delegate agencies according to 
the nature of the business or expan- 
sion program of the applicant. 

The four delegate agencies are the 
Department of Interior, Depart- 
ment of Agriculture, Department of 
Commerce, and the Defense Trans- 
port Administration of the Inter- 
state Commerce Commission. 

It is the responsibility of the dele- 
gate agencies to report to the certi- 
fying authority with recommenda- 
tions as to each application referred 
to it. The delegate agencies also 
have the responsibility for maintain- 
ing relationships with the various 
industries and developing programs 
for needed industry expansion. The 
utilization by the DPA of the ser- 
vices of these delegate agencies is 
intended to permit processing of 
applications by the agencies having 
specialized knowledge of the indus- 
tries concerned, without the mainte- 
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nance of specialized industry staffs 
by the DPA. 

The report form, which the certi- 
fying authority has provided to the 
delegate agencies for reporting on 
and recommending as to the dispo- 
sition of each application, embodies 
18 questions which follow very 
closely the questions on the appli- 
cation form. It is probable that any 
application which gives inadequate 
answers to the various questions on 
the application form would receive 
an unfavorable report. 

The ultimate responsibility for 
the issuance or denial of each appli- 
cation and for the determination of 
the percentage of each facility certi- 
fied rests with the Defense Produc- 
tion Administrator as certifying 
authority. Although guided by the 
factual findings and recommenda- 
tions of the delegate agencies, the 
Administrator has the responsibility 
for final review and coordination 
and for achieving the over-all ob- 
jectives of the program in accord- 
ance with the intent of Congress. 

At the present time the decision 
of the Administrator is final, and no 
procedure has been established for 
appeal from his decisions. There 
has been some indication that an 
appeal procedure may soon be in- 
stituted. 


ADMINISTRATIVE POLICY 


General Harrison has stated that 
the objective of the whole program 
is to get expansion of productive 


capacity and to get it quickly in the 
areas of the economy in which it is 
needed by encouraging business to 
take the initiative with a minimum 
of government intervention and as- 
sistance. Within the framework of 
inducing private industry to under- 
take the desired plant expansion, an 
apparent objective in administering 
the program is to reduce the finan- 
cial advantage to the recipients of 
necessity certificates to a minimum. 

The principal means by which 
financial advantage is minimized is 
the issuance of certificates for only 
a percentage of the cost of the facili- 
ties involved. The issuance of 
percentage certificates has been 
severely criticized by some repre- 
sentatives of industry as being con- 
trary to the intent of Congress. 
This, however, is a carry-over of a 
disputed issue from the adminis- 
tration of the amortization provi- 
sions during the last war. 

Prior to December, 1943, neces- 
sity certificates were issued by the 
Secretaries of War and of the Navy 
and were, in practically all cases, 
issued to cover 100 per cent of the 
cost of the facilities covered. Sub- 
sequent to December, 1943, certifi- 
cates were issued by the War Pro- 
duction Board and were issued, in 
most cases, for only 35 per cent of 
the cost of the facilities. Percentage 
certification by the War Production 
Board has been upheld by the 
courts. (United Siates Graphiie Co. 
v. Harriman, 71 F. Supp. 944, atf’d 
United States Graphite Co. v. Sawyer, 
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176 F.2d 868, cert. den. 339 U.S. 
904. ) 

The new Code Section 124A con- 
tains provision for percentage certi- 
fication in the phrase ‘and only 
such portion of such amount as such 
authority has certified as attributa- 
ble to defense purposes.” This lan- 
guage did not appear in old Section 
124. 

As a result of the decision to issue 
necessity certificates on a percent- 
age basis, approved applications 
have been certified for varying per- 
centages of cost. Some few appli- 
cations have been certified for the 
full cost, but such 100 per cent certi- 
fications have been limited to cases 
where there is little prospect of post- 
war usefulness. An example given 
is a machine useful only for making 
military-type barbed wire. 

In view of the foregoing, it ap- 
pears quite clear that the issuance 
of necessity certificates on a per- 
centage basis will be continued 
unless sufficient pressure is brought 
to bear on Congress by taxpayers to 
effect a change in the legislation 
involved. Since some such pressure 
is evident, it may be advisable, as a 
protective device, to consider filing 
a statement with the Defense Pro- 
duction Administration protesting 
the limitation of any necessity cer- 
tificate to a portion of the cost. 

Percentage certification has, in 
general, been applied on a uniform 
basis by type of facilities within an 
industry rather than on an indi- 
vidual case basis. This is intended 








to provide equitable treatment 
among individual companies. Due 
consideration is given to geographi- 
cal problems. Thus, certain indus- 
tries such as steelmaking and freight 
cars are handled on a national basis, 
while other types of facilities may 
be certified uniformly within re- 
gional areas. 

The range of facilities certified to 
April 26 and the per cent of certifica- 
tion is indicated by the table in 
Exhibit I. 

Since the inception of the pro- 
gram on October 30, 1950, up to 
April 26, certificates were issued 
authorizing amortization of 
$4,797,827,410 on 1,013 new or ex- 
panded facilities, according to the 
DPA. Where applications were 
denied, the denial in most cases was 
the result of failure to establish 
identity with the defense effort or a 
shortage or prospective shortage of 
capacity in the field involved. 

A few factors which have been 
considered in determining the per- 
centage of certification allowed on 
facilities which are considered neces- 
sary are: 


1. Normal rates of depreciation. 

Location. 

The probable extent of the 

over-all expansion anticipated 

and its relationship to normal 
requirements. 

4. Whether the facilities can be 
converted or in any possible 
way be adapted to a peacetime 
use. 


wo 1 
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5. Price levels and extra costs due 
to expedited construction. 


or) 


Whether price of the product 
can be expected to include some 
part of the acceleration factor. 
Tax rates. 

8. Whether expansion in competi- 
tive fields plus expansion in the 
taxpayer’s field will intensify 
the taxpayer’s economic prob- 
lem subsequent to the emer- 
gency period. 


9. Whether the proposed percent- 
age amortization will permit a 
reduction of debt to reasonable 
limits by the end of the emer- 
gency period. 


10. The extent to which the facili- 
ties being certified may be ex- 
pected to replace existing facili- 
ties. 


11. Whether background of the in- 
dustry was of “feast or famine”’ 
nature or one of erratic or. uni- 
form growth. 


12. Likelihood of foreign competi- 
tion after the emergency 
period. 


RELATION OF 124A TO OTHER 
CODE SECTIONS 


Section 23(1) of the Internal 
Revenue Code allows a deduction 
in computing net income of a 
reasonable allowance for the ex- 
haustion, wear and tear, including 
a reasonable allowance for obso- 
lescence, of a depreciable business 


asset. This allowance does not in- 
clude any reduction in market value 
not resulting from these specified 
causes. In practice, depreciation 
deductions are based upon esti- 
mates of useful lives. 

The annual depreciation deduc- 
tion may be increased under certain 
circumstances by an allowance for 
extraordinary obsolescence. The 
regulations provide that, as to 
property which is clearly shown by 
the taxpayer as being affected by 
economic conditions that will result 
in its being abandoned at a future 
date prior to the end of its normal 
useful life, so that depreciation de- 
ductions alone will not return the 
investment at the end of the eco- 
nomic term of usefulness, a reason- 
able deduction for obsolescence may 
be allowed. The burden of proof 
of obsolescence is clearly on the tax- 
payer, however. Mere lessening of 
profits, where there is a reasonable 
probability of the asset being con- 
tinued in service, will not ordinarily 
entitle the taxpayer to an obso- 
lescence deduction. 

Accelerated depreciation may be 
allowed where the useful life of a 
machine or other item of equipment 
is shortened through excessive oper- 
ation or other abnormal operating 
conditions. Again the burden is on 
the taxpayer to prove a shortened 
useful life, and mere proof of ex- 
cessive operation alone will not 
suffice. 

Excessive construction costs to 
secure expedited construction may 
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also be claimed as a deduction in the 
period benefited by the rapid con- 
struction. Several cases support 
such deductions but the Treasury 
Department and the Tax Court do 
not concur. (Atwater Kent Manu- 
facturing Company v. Commissioner, 
43 F.2d 331.) 

The preceding paragraphs indi- 
cate grounds for accelerated depre- 
ciation deductions which would 
probably cover many of the cases 
for which necessity certificates have 
been or will be granted. However, 
in view of the difficulty of bearing 
the burden of proof required, it is 
doubtful whether the number of 
taxpayers sufficiently optimistic of 
so doing would bring about the in- 
dustrial expansion required. 

The legislative answer to the 
problem posed has been Section 
124A which sets up the machinery 
for plant expansion by, in effect, 
guaranteeing a tax reduction to par- 
tially offset the cost of the expan- 
sion. 


TREATMENT IN FINANCIAL STATE- 
MENTS 


During World War II, it was the 
general practice to record amorti- 
zation claimed on emergency facili- 
ties for tax purposes as a deduction 
in computing net income in finan- 
cial statements. At the end of the 
war, many companies found their 
emergency facilities still in use and 
some saw fit to restate these facili- 
ties on the basis of normal depre- 
ciation. 


It would seem appropriate at 
this time for the accounting pro- 
fession to reconsider, in the light of 
such previous experience, the effect 
of amortization upon financial 
statements. From the viewpoint of 
sound accounting, the deduction 
from income for depreciation and 
amortization should represent only 
such amounts as are determinable 
in accordance with accepted prin- 
ciples of accounting. 

The criteria under which neces- 
sity certificates are issued authoriz- 
ing accelerated amortization of cost 
for tax purposes, may, but need not, 
coincide with the criteria applied in 
the determination of income under 
generally accepted accounting prin- 
ciples. The primary purpose in 
enacting the statute authorizing 
amortization was to secure a desired 
goal of plant expansion. 

As an illustration, let us look at 
the expansion program in the steel 
industry. A desired increase in 
steelmaking capacity has been ex- 
pedited by the issuance of necessity 
certificates for construction of new 
steel mills and increases in existing 
capacity. If the resultant steel 
capacity of a particular company is 
in excess of postemergency require- 
ments, then it would seem appro- 
priate to recognize, in its financial 
accounting, that a loss of useful 
value will result which should be 
recognized through some sort of 
accelerated depreciation. It is more 
probable, however, that the mills 
which will be shut down in the 
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postemergency period will be, not 
the new mills, constructed under 
necessity certificates, which will be 
able to compete with new, modern 
equipment but, rather, the older 
mills with less efficient and older 
equipment. 

It would seem that, in such cases, 
considerable doubt arises as to 
whether accelerated depreciation or 
amortization should be recognized 
in financial statements except to the 
extent of the undepreciated balance 
of the older assets which may be 
shut down in the postwar period. 

Factual data and opinions of 
management which are included in 
applications for necessity certifi- 
cates should not be ignored in deter- 
mining deductions properly charge- 
able to income from an accounting 
viewpoint. In special cases, how- 
ever, such deductions may differ 
from those permitted for tax pur- 
poses, and the accountant should 
consider each case on its merits. 


RECOMMENDATIONS TO 
ACCOUNTANTS 


In order to obtain the maximum 
benefits in tax savings under the 
amortization provisions of the 
Code, it may be well to keep a few 
points in mind. 


1. An amortization deduction with 
respect to any emergency facility 
can be obtained for tax purposes 
for that portion of the cost of 
such facility which has been 


i) 


certified as attributable to de- 
fense purposes. 


The definition of emergency 
facility is broad and may be ap- 
plied not only to facilities pro- 
ducing direct war products, but 
also to facilities contributing to 
the defense effort directly or in- 
directly. 


A necessity certificate should be 
applied for in every eligible case. 
The amortization deduction 
need not be taken after the issu- 
ance of a certificate and may be 
discontinued at any time at the 
election of the taxpayer, but, if 
a timely application is not filed, 
the right to claim the amortiza- 
tion deduction is lost. 


. If a timely application is not 


filed, or if it is denied, the ac- 
countant should not lose sight of 
the possibility of claiming de- 
ductions for extraordinary 
obsolescence or accelerated de- 
preciation under other provi- 
sions of the Code. Care should 
be exercised to obtain and pre- 
serve substantiating data for 
such deductions. 


. Additions to certified facilities 


may be eligible for certification 
but require the filing of a sepa- 
rate timely application. 


Application forms should be 
carefully prepared and reviewed 
before filing. The phrasing of 
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the responses to the various 
questions can make or break a 





EXHIBIT I: 


O7 


PERCENT OF Cost CERTIFIED 
FOR ACCELERATED AMORTIZATION* 


certification. Special attention an me ia aati 
should be directed towardidenti- ~~ ~P&c!#! Purpose machine Too!s Tor Pro- 
is pte , duction of military products exclu- 
fying the facility with the de- sively 
fense effort and toward showing 90 General purpose machine tools 
a shortage or prospective short- Lake ore carrier (converted steamship) 
age of the type of facilities in- 85 Blast furnaces, Coke ovens 
volved. Iron ore handling and processing 
facilities 

. Care should be taken to bring Special building for manufacture of 
out all factors which indicate a pecs — 

: Conventional building for manufac- 
lack of economic usefulness after ture of guided missiles in locations 
the emergency period. This is suggesting doubtful postemergency 
an important factor in determin- usefulness 
ing the percentage of the cost Petroleum storage in certain areas 
that will be certified. eanapapenatas 

80 Plant for processing blood plasma 
: : . — Freight cars, Barges 
g oe os yo ey Lake ore carrier (conventional) 
y the accoun ant to the ade- 75 Rasic petroleum refining 
quacy of the detailed plant and Steelmaking furnaces 
depreciation records of the tax- Blooming mills and soaking pits 
payer. Special rules govern the Scrap preparation and handling facili- 
determination of taxable income oe ae 
. . Conventional factory buildings in in- 
resulting from the sale of certi- 
fied faciliti It is j dustrial locations 
e acilities. is Important 70 Finishing facilities for high alloy steel 
that not only the amount of Diesel tugs, Cement 
amortization and depreciation 5 Diesel locomotives, Cotton gins 
deducted be known but also that Wood pulp facilities 
the amount of normal deprecia- 60 Steel plant finishing facilities 
tion allowable be determinable. 50 High tenacity rayons, Paper mills 





*These percentages are based on past experience and are subject to change with respect 
to future certifications. 
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Greece; 1948-1950 


EVERETT O. VON STEIN 
(New York Office) 


It was my good fortune to receive 
an assignment which required two 
visits to Greece, involving a total of 
approximately fourteen weeks of 
work. Although I visited other 
countries in the course of these 
trips, necessity compels me to de- 
vote this article to Greece because 
during the period covered by this 
article the country was engaged in 
a life and death struggle for exis- 
tence. American prestige, money 
and materials were principal 
factors in the victory over Com- 
munism, but a lesser people than 
the Greeks might have perished 
under the same circumstances. 

It is a curious coincidence that 
both trips were begun when the 
international air was charged with 
political tension. When I stepped 
off a Royal Dutch Constellation at 
Schiphol Airport in Amsterdam in 
early July, 1948, I looked forward 
to a pleasant rest in this beautiful 
old city before flying on down to 
Greece. On the first evening I was 
sitting very comfortably in a res- 
taurant on the bank of a canal 
across from my hotel. The music 


from the stringed orchestra was 
suited to my mood and everything 
seemed right with the world—until 
the man at the next table spoke to 
me. He was, of all people, a Greek, 
and he was a worried man. Did I 


realize the seriousness of the situa- 
tion in Southern Europe? Did I 
read in the morning paper that the 
Italian police were using machine 
guns against the Communists? He 
did not think my plane would be 
allowed to land in Rome. This was 
the crisis. If Italy went over to the 
Communists, he was afraid Greece 
would follow within twenty-four 
hours and there would be an in- 
vasion. He wished me a pleasant 
journey. 

In late June, 1950, I arrived on a 
Scandinavian Airlines D. C. 6 in 
Copenhagen for a week’s vacation 
in Denmark before starting work in 
Athens. For the first four days I 
had a wonderful time in this delight- 
ful and gay city and along the 
“Danish Riviera.’ I felt happy be- 
cause at least for this trip there 
seemed to be no immediate threat 
of international trouble. In the 
evening I usually went to dinner 
in one of the many charming cafes 
in the Tivoli Gardens, an amuse- 
ment area in the center of the city. 
Upon leaving the park after dinner 
one evening the first thing that met 
my eyes was an English language 
newspaper with the headline ‘‘U. S. 
Troops Fighting in Korea.’”’ I was 
stunned. I had not seen a news- 
paper in five days but there had 
been nothing about this in the 
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papers when I left the United 
States. This time I did not need 
anyone to explain the possibilities 
in Southern Europe. 

Before going on to Athens, I shall 
pause here to introduce the client, 
The Greek War Relief Association, 
Inc., and to relate the background 
of this story which began a long 
time ago in November, 1940 when 
I first arrived at the newly opened 
offices on Fifth Avenue to assist in 
setting up the accounting system. 
On October 28th of that year 
Mussolini issued his ultimatum to 
Greece. In the Greek code there 
can be only one answer to any in- 
vader. The defiant “no” was 
uttered in the voice of a small but 
gallant country. It was a tiny voice 
but it thundered over the world. 
So furiously did the outnumbered 
and ill-equipped army of Greece 
lash back at the battle-hardened 
veterans of the Italian Armies, that 
they drove them across the border 
and captured the Albanian city of 
Koritza. Millions of dollars poured 
into Greek War Relief and were sent 
to a relief committee in Athens. In 
April the inevitable happened when 
the full might of the German 
Wehrmacht was unleashed upon the 
small army that had been fighting 
steadily for nearly six months. 
From that time on Greek War 
Relief operated in Cairo and the 
Near East assisting refugees. 

The subsequent occupations and 
blockade finally brought Greece to 
the point of actual starvation. The 





stories that I later heard 
from people in Athens concerning 
this period are incredible. It is 
frightful to speculate on what would 
have happened if nothing had been 
done. Perhaps it is sufficient to say 
that Mr. Spyros Skouras, then 
President and now Chairman of the 
Association, and His Grace, the 
then Archbishop Athenagoras and 
now Patriarch of the Greek Church 
went to Mr. Sumner Welles and 
President Roosevelt, who took the 
matter up with Winston Churchill. 
Subsequent negotiations with the 
Germans through neutral channels 
resulted in Greek War Relief ships 
being escorted through the mine 
fields by the respective naval forces 
of the belligerents and food being 
distributed by the Swedish Red 
Cross. Greece was saved. 

In 1945 the Association opened 
its office in Athens, and in 1948 
directed us to make an audit for the 
fiscal year ended June 30, 1948. 
An examination for a previous 
period had been made there by a 
firm of chartered accountants. 

Arriving in Athens in 1948 I 
moved into the Hotel de la Grande 
Bretagne which is at the corner of 
Venizelos Street and Constitution 
Square, the very heart of the city. 
Being the principal hotel and 
gathering place for the elite in 
Athens the service is excellent. 


There were not only the usual three 
push buttons next to my bed for 
calling the floor servants, but there 
was an additional button which 
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flipped back the door latch and al- 
lowed the waiter to enter. I pre- 
sume this device was invented by 
a Greek who grew tired of making 
the long trip from bed to door and 
back to bed again for breakfast each 
morning. 

The balcony outside my room 
gave me a breath-taking view of 
Athens and it was here that I often 
sat at two o’clock in the morning 
and watched the patrols of the 
Security Police deploy along the 
streets below my window. To be 
caught on the street after curfew 
without a special permit was to in- 
vite arrest, or possibly a bullet if 
you got nervous about the whole 
thing. Twice in the process of 
walking home from visits to friends 
I had the doubtful pleasure of being 
apprehended by the Security Police. 
It was an experience I could have 
done without. I did not have the 
required permit but I had a very 
unusual pass permitting me to go 
anywhere in Greece. This im- 
pressed them the first time, but the 
second time I sat on the curb for 
a half hour while they debated the 
authenticity of my credentials. The 
soldiers spoke nothing but Greek. 
When they released me I suddenly 
realized I had many more patrols 
to pass on the dark tree-shaded 
streets between there and the hotel, 
and this sort of thing could go on 
all night. Moreover, while just 


about every man in Athens had a 
white suit on that night, mine was 
coal black and I had on a black tie. 


This might appear sinister. I solved 
the whole matter by walking home 
down the middle of the streets, sing- 
ing in a loud voice. Fortunately all 
of the groups I met were of two or 
more men. This meant that while 
they were debating among them- 
selves as to whether they should 
detain me, I was already far enough 
away to be in the jurisdiction of the 
next patrol. 

There was a sign in my room 
which puzzled me. I still have it 
and I quote: ““The Management of 
the Hotel reserves to itself the right 
of permitting spectators, furnished 
with special tickets of admittance, 
against payment, the use of all 
windows and balconies of this hotel 
on the occasion of holidays during 
which parades and processions take 
place.”’ A British lady, residing on 
the same side of the Hotel as I, 
explained its meaning. Several days 
after moving into the hotel, she 
awoke on the morning of March 
25th to find the porter letting five 
people into her room. There being 
only two chairs, three people sat on 
the edge of the bed and she was 
afraid to get up. When two more 
officially accredited ticket holders 
arrived, she fled to the bathroom. 
After getting dressed she came out 
of the bathroom and found her 
balcony so crowded she couldn’t 
get near enough to see the Annual 
Greek Independence Day Parade. 

It is easy to become accustomed 
to the Greek manner of living, but 
difficult to break away from it. The 
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usual office hours were from eight 
in the morning until two-thirty in 
the afternoon five days a week, and 
until six-thirty on the sixth day. 
Lunch, usually in a favorite air con- 
ditioned restaurant, took up the 
time from two-thirty to three- 
thirty. By the time lunch was over 
it seemed that most of the city was 
asleep. The heat in the afternoon 
made it very difficult to work. How- 
ever, a hundred and ten degrees 
without humidity is preferable to 
ninety degrees in New York with a 
high humidity. I usually slept until 
six and then worked until eight- 
thirty. The pre-dinner social hour 
in Greece seems to be anytime be- 
tween seven-thirty and ten-thirty. 
During these hours, the people sit in 
the open-air cafes to discuss the 
events of the day over coffee or an 
aperitif. When dinner is over not 
far from midnight, the last thought 
anyone seems to have is of going to 
bed. The cafes are thronged, there 
is music in the air and the moonlight 
does magic things to the vast com- 
bination of Byzantine and Classic 
structures that compose the city of 
Athens. After curfew at two in the 
morning I often worked in my hotel 
room until four in the cool of the 
night. When I did this I made up 
for loss of sleep by sleeping from 
four the next afternoon until nine 
in the evening. In 1950 we worked 
New York hours. 

1948 was still a period of crisis in 
Greece. There was much uncer- 
tainty about the outcome of the 


civil war. For eight years the 
country had been suffering; the 
war and two occupations had 
drained everything of value from 
the country. The state of public 
health was appalling. There was 
still some actual starvation in the 
country and even on the outskirts 
of Athens. It should be remem- 
bered that by December, 1944 the 
Communist guerrilla forces were in 
control of the entire city except for 
a very small area in the center of 
Athens, including my hotel, the 
royal palace, most of the embassies 
and the old royal palace which 
houses parliament. The Commu- 
nists had captured practically all of 
the police stations and slaughtered 
their occupants. Thousands of 
people were slain for no apparent 
reason except to create terror. On 
December 6, 1944, Winston 
Churchill ordered the British troops 
to go into action against the Com- 
munists. It took nearly a month 
and a half of savage street fighting 
to regain control of the city. And 
now more than two years after this, 
fighting was still going on in the 
Peloponnesian area and in the 
northern provinces. 

During the summer of 1948 there 
were always rumors of an impend- 
ing revolution in Athens. The Com- 
munists, it was whispered, would 
some night “rise from the sewers of 
Athens” and capture the city. This 
gave me something to think about 
as I had my usual aperitif in the 
cafes in the evening. Since I had 
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mostly Greek friends at the time, 
I asked their opinion and they esti- 
mated that only about ten per cent 
of the people were Communists. 
Later on, when I began to mix in 
the American group, the estimates 
ran as high as forty per cent. Other 
rumors not calculated to induce 
tranquillity in the listener were also 
circulating. By day the streets 
were full of uniforms, and the sight 
of convoys of trucks filled with 
troops leaving for the front was a 
common occurrence. Military 
funerals were frequent and very 
often we left our desks and went 
out on the balconies of the Asso- 
ciation’s headquarters building on 
Venizelos St. to watch them go by. 

I always thought that there were 
very few real Communists by con- 
viction in Greece. Whether at the 
moment of national crisis, a man 
inclines to the left or right seems to 
depend often on his personal for- 
tune at the moment. If his children 
are starving he may side with the 
opposition to the government, 
either actively or passively, not 
because he is a Communist, but 
because he desires a change. Apart 
from this group is a large segment 
of the people who are terrorized at 
the moment of revolution and who 
may be forced into demonstrations. 

It is a magnificent testimonial 
to the people of Greece that they 
rejected Communism. The hardest 
thing that I know is to get a Greek 
to do something that he does not 
want to do. He was among the first 


and appears to be the last surviving 
rugged individualist. As long as 
the Greek flag flies over a free and 
independent Greece, there will be 
hope in the world. 

My principal difficulty in making 
the examination of the accounts in 
Athens in 1948 was in securing an 
assistant. It took me almost two 
weeks of interviewing applicants 
before I found the right man. Dur- 
ing this time the government was 
drafting men for the armed forces 
and this in part accounted for the 
difficulty. The entire accounting 
staff of the Association was Greek 
and it was a very capable one. More- 
over, in the best European tradi- 
tion, they had a very elaborate 
accounting system and recorded 
many transactions in a most com- 
plex manner. In addition, there 
was a staff of internal auditors who 
examined every paid voucher. I 
found it necessary to learn the 
Greek alphabet and some Greek 
accounting terms; however, I had 
translators and other means of 
checking significant payments. 
Imagine making an examination 
without even being able to read 
the names and dates. The journals 
of original entry were all in English. 
Only the vouchers were in Greek. 
Significant payments were often 
against signed contracts of which 
we had full details. However, all 
of our usual confirmation request 
forms had to be translated into 
Greek and then rechecked by other 
translators. 
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French is practically the second 
language in the upper classes in 
Greece. However, if you cannot at 
least read and pronounce the Greek 
street signs you are at a disadvan- 
tage. Many Americans are in that 
position. An American friend of 
mine had been looking at a huge 
neon advertising sign for months 
wondering what it advertised. 
Everybody, however, can read the 
word “‘taverna’’ which is self-ex- 
planatory. On the other hand, some 
American Army people and par- 
ticularly their children have learned 
fluent Greek from their servants. 

We did not have to sacrifice any 
required auditing procedures be- 
cause of local conditions. The 
country has no public accounting 
profession of its own, but there are 
government tax auditors. Some 
procedures were more satisfactory 
than those at home. As in many 
countries, the bank does not return 
the paid checks so they never are in 
the possession of the client after 
they have been paid and therefore 
cannot be altered. We examined the 
checks at the bank’s offices. It was 
such a friendly bank that they let 
me examine our accounts on their 
books. In 1950 the bank gave us 
photostats of whatever we wanted. 

I had no real difficulties in 1948 
except with the Greek drachma, 
both personally and officially. My 
pockets were bulging with currency. 
I had several million drachmae on 
hand for expenses at one time and 
the highest bill printed was twenty 





thousand and the lowest was fifty. 
In 1948 the official rate of the 
drachma was 5,000 to the dollar, 
a rate used by the Association for 
convenience to translate its operat- 
ing statements during the period. 
However, the effective rate in terms 
of drachmae actually received 
ranged from five to ten thousand 
during the period. This arose by 
reason of the fact that the seller of 
dollars received also a “‘dollar cer- 
tificate’’ equivalent to the amount 
of dollars sold. Such certificate was 
salable in the open market. The 
excess in drachmae over five thou- 
sand per dollar was credited to a 
suspense account. It was my task 
to restate all the financial state- 
ments on the basis of effective 
rates. They also had dollar and 
pound sterling accounts and rate 
adjustments were also necessary for 
transactions from dollars to pounds 
to drachmae since the so-called 
premium ended up in the suspense 
account. 

Oddly enough, the only real diffi- 
culty in 1948 was encountered in 
reconciling the bank. It is doubtful 
that any American accountant, 
even in his wildest dreams, could 
devise a more complicated system 
of recording a bank account than 
they had in 1948. It was so com- 
plicated that it even sometimes con- 
fused the internal auditors. In 
order to reconcile one month the 
work sheets included three months 
in each direction from the date of 
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the reconciliation. The ledger ac- 
count for cash in bank was backed 
up by the equivalent of dozens of 
journal entries. The journal entries 
were in turn backed up by groups 
of either checks, remittances or 
special payment orders. The Asso- 
ciation, for example, drew a single 
order for the bank to make pay- 
ments in a dozen places to many 
individuals. These payments made 
in succeeding months were also 
charged by the banks as paid in 
various groups with other such 
orders entered by the Association 
in other periods. The master stroke 
in this whole scheme of things was 
that the bank added a charge to the 
face amount of the checks when it 
entered them on the bank state- 
ment, so you could not check off 
items without finding a separate 
bank charge slip for each check. 
The Association’s bookkeeper then 
delivered his final stroke of genius, 
he saved up the bank charges and 
entered them in still a third group- 
ing in succeeding months. There 
was one more slight complication. 
Because of the state of internal 
affairs in Greece at the time, there 
were many cancellations. The bank 
cancelled the payment and issued 
the bank charge months later: the 
Association cancelled the payment 
sometimes later than the bank and 
reversed the bank charge even later. 
Please bear in mind that every 
single document involved in this 
affair was in the Greek language. 
After I had checked one month in 





1948, I broke into a run for the 
nearest cafe. 

It was in Greece in 1948 that I 
first learned the art of shrugging. 
The Greek accountants never know- 
ingly gave us misleading answers. 
If they did not know the answer 
they merely shrugged one shoulder, 
or two if the situation warranted. 
There is only one way to answer 
that. You shrug back. After 
weeks I learned to outshrug anyone. 
Of one thing you can be sure in 
Greece, if you ask a foolish ques- 
tion, you won’t get a foolish answer. 
You will get a shrug every time. 
When I asked the chief internal 
auditor, ‘Please explain to me the 
method you use for reconciling the 
bank accounts,” I received what is 
called the double shrug, both 
shoulders up, chin down and hands 
extended. There was nothing wrong 
with the accounts, but the system 
for recording bank transactions was 
simplified after that. 

1948 had acquainted me princi- 
pally with the city life of Athens. 
1950 brought me the country life. 
During all of my stay in 1950, I do 
not recall more than two nights 
when we did not dine outdoors 
under the stars. Moreover, in 1950, 
the United States Special Mission 
for Economic Cooperation in Greece 
was associated with the Association 
in hospital and health center proj- 
ects and we were cooperating with 
their auditors. Accordingly, we 
were extended some official cour- 
tesies. On the night of my arrival 
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on the second of July, 1950, I 
moved into the Palace Hotel in 
Kyfissia, the fashionable summer 
resort of Athens. A few words will 
describe the town. Mbyriads of 
flowers—scores of villas in pastel 
shades and fantastic shapes, music 
in the air, outdoor night clubs, 
pavilions and theatres—and cool, 
clear evenings. The Palace Hotel 
was one of those taken over by the 
American Mission. The rhumba 
and samba floated up to my room 
from the band playing under the 
trees in the restaurant next door 
until long past midnight. Upon 
finding that I could not write an 
audit program while the melody of 
the ‘“Tango du Reve’’ filled the air, 
I determined to move to a quiet 
place in the country. 

A day later, I moved into a tiny 
villa in the foothills of the moun- 
tains several miles beyond Kyfissia. 
The mountains appeared to dip 
down against the garden wall. To 
me it seemed as near to paradise as 
one could hope to be onearth. Here 
dining under the stars on the ter- 
race at night, surrounded by fir, 
pine and cypress trees and brilliant 
flowers, one gazes across the valley 
to the mountains on the other side. 
There lie the King’s summer palace 
at Tatoi and the air base of the 
Royal Hellenic Air Force. 

The landscape of Greece is so 
strikingly beautiful in many places 
that it becomes a dangerous hazard 
for any driver who is also a nature 
lover. This is in addition to the 


normal local hazards of driving. 
The general rule for safe driving in 
Greece may be stated in a few 
words. “If you wish to survive, 
be alert.’”’ Traffic is composed of 
many Oversize buses, big and small 
trucks, and a fair number of pas- 
senger cars and jeeps, all traveling 
at high speed and trying to pass 
each other. To make things more 
interesting there are many motor- 
cycles going even faster and weav- 
ing in and out among the other 
vehicles. The final touch to this 
interesting scene is lent by scores 
of pedestrians who walk along the 
roads as if there were no cars there. 
One must also learn not to be 
startled by any bizarre vehicles that 
may flash by. One motorcycle in 
Athens has as a sidecar, a genuine 
large old-fashioned bathtub mount- 
ed on wheels. It requires some 
presence of mind to hold the wheel 
steady when the owner sweeps by 
with his wife sitting in the bathtub. 
Driving by day is comparatively 
unexciting after one has made a few 
night excursions on the highways. 
Conditions are generally the same 
as by day except that only bright 
lights seem to be acceptable. The 
technique of night driving is to turn 
on the bright lights long enough to 
detect anything within their range 
and then turn them off and travel 
in the blackout at high speed until 
the lights are flashed on again. The 
reason for this is that the approach- 
ing cars on the highway are all 
doing the same thing and the 
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object is to avoid blinding the other 
driver. Because of the high rate of 
speed only the bright lights will 
reveal a sufficient expanse of high- 
way in order to permit slowing 
down in time to avoid hitting a 
pedestrian, a parked truck without 
lights, or perhaps a donkey. 

We were fortunate in being pro- 
vided with good cars for traveling 
to and from work. However, upon 
one occasion it was necessary to 
borrow a car from a gentleman who 
also contributed the following ad- 
vice. “It is a very good car, how- 
ever, when you drive up mountains 
it will always overheat. Don’t let 
that worry you. Cool it off by 
coasting down the other side of the 
mountain. The brakes are good. 
They seldom fail to work.” 

In 1950, we made two separate 
examinations, one of which was 
very unusual. As in 1948, we made 
an examination of funds sent and 
disbursed for the two fiscal years 
ended June 30, 1950. However, 
the Association had also sent over 
millions of dollars in construction 
materials, medical equipment and 
supplies, scores of motor vehicles 
and other items. Such disburse- 
ments were recorded in dollars only 
on the New York records. The 


books at Athens contained the 
quantity records for such items. 
The Greeks in America wanted to 
be sure not only that these ma- 
terials had reached the warehouses 
in Greece, but also that the goods 
sent out from the warehouses had 


reached their ultimate destinations. 
To appreciate the magnitude of 
this task you would have to see the 
manifests for the many shiploads 
of thousands of different kinds of 
items sent abroad. Moreover, can 
you imagine counting all the win- 
dows, door frames, radiators, etc., 
in a finished building? We coun- 
tered with a proposal for a sub- 
stantial test instead of a hundred 
per cent check. The Association 
agreed. 

In order to accumulate the data 
required for the special examina- 
tion we had men working for 
months in New York. Moreover, 
my assistant, Mr. Henry Kologe, 
had arrived in Greece on May 
18th to begin the work there. Mr. 
Kologe, a former air force major 
and bomber pilot, was of great help, 
particularly in directing our Greek 
staff in Athens. I also greatly 
appreciated Mr. Kologe’s technical 
knowledge during several airplane 
trips because he knew the faults 
of every plane and pilot and always 
pointed them out to me while we 
were flying. 

It is pertinent to note that in 
the 1948 examination I had in- 
quired into the system for quantity 
inventory control. In general, the 
system might have served equally 
well for controlling gold bullion in 
the mint. In the warehouse divi- 
sion there were cross-checks of one 
employee against another. In addi- 
tion the chief function of the 
internal auditing staff was to audit 
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inventories. There were sets of 
perpetual inventory records at each 
warehouse and these were dupli- 
cated in the Supply section at the 
main office. The internal auditors 
were not content with merely mak- 
ing test counts and checking the 
records. As a slight additional pre- 
caution, they set up their own 
inventory records and received a 
copy of all transactions which they 
posted to their own records. They 
not only made counts but they 
kept comparing their trial balances 
with those of the other sets of 
records. 

Mr. Kologe hired a staff of five 
Greek accountants in Athens. Our 
responsibility was to trace the 
materials from New York to the 
inventory records in Athens, and 
then to select principal identifiable 
items, count the amount on hand, 
and list by locations the quantities 
previously sent to every location 
in Greece. The responsibility for 
following the materials from ware- 
house to their final resting place 
somewhere in Greece was under- 
taken by auditors loaned by the 
Governor of the National Bank of 
Greece. The auditors of the Bank 
also took along an architect to 
estimate the quantities of items 
such as structural steel concealed 
in the structure of the buildings. 
It is perhaps important to state 
that the Greek Government is 
required by law to account for the 
disposition of all materials shipped 
into Greece free of duty. Under 


this procedure, for example, even 
every board foot of lumber used 
must be accounted for and the dis- 
position of the remaining scrap 
must be certified by the govern- 
ment engineer. 

Our special examination covered 
the five years ended June 30, 1950. 
Losses between the United States 
and Greece were insignificant and 
were in fact practically all from 
breakage in transit and covered by 
insurance claims. What was more 
amazing was the insignificant dif- 
ferences reported by the auditors 
of the Bank of Greece. They 
started the work in early September 
and checked two Health Centers 
and the Tripolis Pan-Arcadian Hos- 
pital. They completed their work 
in the middle of December. At the 
Pan-Arcadian Hospital alone the 
auditors of the Bank of Greece 
reported that they had counted 
over eighty thousand items of six 
hundred different classes of ma- 
terial. 

What is my personal opinion of 
Greek War Relief? I can give you 
an example, which is one among 
many. In 1948, I flew down to 
Tripolis in a battered old bucket- 
seat plane. Among us were a Greek 
cabinet minister and nineteen other 
persons going to dedicate the cor- 
nerstone of the Pan-Arcadian Hos- 
pital. This area in the Peloponnesos 
was then the scene of bitter fighting, 
but that didn’t deter the beginning 
of construction. The ceremony was 
heavily guarded by large units of 
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the Greek Army. When we later 
arrived at the Tripolis airfield to 
depart, there were two wounded 
Greek soldiers lying near our plane. 
One was an officer wounded in the 
spine, his cigarette stained with 
the blood oozing from his lips. He 
bore the same smile that perhaps 
his ancestors dying at Marathon 
or Salamis had borne. The Greek 
medical officer standing over him 
told us that these two men would 
not live through the night unless 
they could be flown to the operating 
room of a hospital in Athens. Go 
to Tripolis today! On this great 
barren plain surrounded by rugged 
mountains stands the enormous 
Pan-Arcadian Hospital stretching 
over acres of ground, one of the 
most modern and best equipped in 
the world. 

In New York the hand of time 
is forever upon your shoulder. In 
Greece one is seemingly a part of 
endless time. In Rome, there is so 
much to see and understand that 
the average tourist there for only 
two or three weeks gathers only a 
series of impressions. In Athens, 
live only a few days, spend your 
time with the natives and you will 
belong to the city. Stand in the 
center of Athens by daylight and 
you feel that you are standing in 
the glare of a million floodlights. 
Above on one side of you on the 
lofty Acropolis is the Parthenon. 
It is beauty unequaled anywhere. 
On the other side of you is Mount 
Lycabettus, a sheer mass of rock 


a thousand feet high rising within 
the city to dominate the skyline. 
On its narrow summit is perched, 
like an eagle’s nest, a white Byzan- 
tine chapel. As long as you stay in 
Athens you will be conscious of the 
past. You cannot ignore it. The 
Acropolis towering above you will 
not let you forget it. Here, in part, 
also is the key to the fierce pride 
of the Athenian. The lowest 
peasant is conscious of the fact 
that above him on the massive 
fortress that is the Acropolis, trod 
the men who gave us Western 
Civilization. There, twenty-four 
hundred years ago, they erected 
the Parthenon. There flourished 
perhaps the greatest intellectual 
age in recorded history. All of 
these things are the heritage of the 
Athenian. 

Through the years of practice in 
public accounting, practically all 
of the examinations I have made 
have been of financial statements 
where perhaps the point of para- 
mount interest to the client has 
been the amount of final net profit 
or loss for the period. I have never 
before made an examination where 
the figures were seemingly written 
in the blood of a whole nation and 
the net results measured in the 
terms of lives saved. It is only 
when one has been in Greece and 
heard the eyewitness stories that 
one can appreciate the magnitude 
of the task performed. You cannot 
measure in financial terms the 

(Continued on page 27) 











Editorials 21 





The LZ. R. B. & M. Journal 


Published by Lybrand, Ross Bros. & Montgomery, for distribution to members 
and employees of the firm. 








The purpose of this journal is to communicate to every member of the staff and office 
plans and accomplishments of the firm; to provide a medium for the exchange of 
suggestions and ideas for improvements; to encourage and maintain a proper spirit 
of cooperation and interest, and to help in the solution of common problems. 








PARTNERS 


WILLIAM M. LYBRAND - T. EDWARD Ross - ROBERT H. MONTGOMERY 


eal 


a<— oO emrw Omer 





J. F.STUARTARTHUR. .... Dallas JAMES J. MAHON, JR... . . Philadelphia 
PHILIP BARDES . . New York WILLIAM F. MARSH . Pittsburgh 
HERMON F. BELL .. . . New York Joun McCuULLOUGH .... Detroit 
HERBERT G. BOWLES . Los Angeles HomeERL. MILLER. . . Chicago 
FRED M. BRESLIN... . San Francisco ALBERT G. Moss .. Le: Dallas 
J. EDWARD BURKE . . . . Chicago  EpwinP.NOELL. . . Cleveland 
HILTON R. CAMPBELL. . . . . New York Donatp P. PERRY... . Boston 
EDWARD G. CARSON . . . . . New York 


HarrY N. CASE . 


. New York 


GLENN O. PETTY 


: Philadelphia 


ss ees ¢ JounC. Porter. . . . . . . New York 
FRED C. DENNIS. . . . . . . Cincinnati [Loyjs H. RAPPAPORT . - _ New York 
GEORGE R. DRABENSTADT.. . Philadelphia gape E. RICHARDSON Washington 
CLAUDE R. GILES San Francisco. price G. RIGHTER. . . Detroit 
CLARENCE R. HAAS . . Philadelphia) Poxarp M. RUSSELL... Detroit 
PAULF.HALLORAN. . . Louisville WwW ALTER L.ScHAFFER. .. | . New York 
eS a : Ciheren GUSTAVE F. SCHWEITZER . . Philadelphia 
20 A ; ” * oes iq. PRIOR SINCLAIR . . . New York 
GEORGE A. HEWITT . Philadelphia Stam: A: eae Balti 
yang” ag . Wasnt Sam. * Sao Pee 
ALVIN R. JENNINGS | New 1 York Harry H. Sreiwwever . . . Philadelphia 
ARL T. KELLER . ee ees ston P » AATLOR 2 wwe 
Canastoremee H. KNOLL ... _ Yor neem pon i a 
ouIs D. KoRK .. . — evelan OB . WARN ats S Angeles 
NORMAN J. LENHART . . New York CaARLH. ZIPF. . . Philadelphia 
EUROPE 


LEONARD C. DAVID 


VICTOR L. NorRIS 





Distinguished Service Award 








On May 10, 1951, the New York 
Botanical Garden presented its 
Distinguished Service Award to 
Colonel Robert H. Montgomery, 
in recognition of his outstanding 
contributions to horticulture. The 
citation refers to the magnificent 
collections of conifers gathered by 


Colonel Montgomery from all parts 
of the world, and recently pre- 
sented to the New York Botanical 
Garden where they are on public 
display and available for study by 
students. Colonel Montgomery’s 
development of the Fairchild Tropi- 
cal Garden in Coconut Grove, 
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Notes 


Forrest T. Dalton passed away 
suddenly from a heart ailment at 
his home in Bellaire, Texas, on 
May 6, 1951, at the age of 43. 

He was a native of Sturgis, Ken- 
tucky, and received his accounting 
education at the University of 
Kentucky. He held C.P.A. cer- 
tificates in Kentucky and Texas, 
and was a member of the American 
Institute of Accountants, the 
Texas Society of Certified Public 
Accountants, and the National 
Association of Cost Accountants. 

He had been with the Firm for 
the past fourteen years—first with 
the Louisville office and subse- 
quently with the Houston office. 

He is survived by his widow, 
Maxine K., and son, Forrest T., Jr. 
We extend our deepest sympathy 
to his family. 
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Boston Office 


Mr. Hunter has been elected 
Treasurer of the Boston Chamber 
of Commerce. 

Mr. Walker has been elected to 
the Executive Committee of the 
Massachusetts Society of C.P.A.’s. 

In the April issue of the JOURNAL, 
Mr. William J. Weir’s name inad- 
vertently was omitted from the 
list of new members of the Quarter 
Century Club. 


Mr. Francis E. Moore has been 
appointed a member of the Com- 
mittee on the Natural Business 
Year of the American Institute of 
Accountants. 

On the 14th of May, Mr. Herman 
Stuetzer, Jr., spoke to the Boston 
Tax Forum on “Carry-Backs and 
Carry-Overs of Losses and Credits 
under the Excess Profits Tax Act 
of 1950.” 

Massachusetts C.P.A. certificates 
have been received by Messrs. 
Victor Cohen and Joseph S. Hayes. 
At the April, 1951 meeting of the 
Massachusetts Society of C.P.A.’s, 
announcement was made that Mr. 
Cohen had been given honorable 
mention by that Society for the 
high standing of his grades in the 
November, 1950 C.P.A. exami- 
nation. 


Chicago Office 


Mr. Burke was a member of the 
panel at the 1951 Spring Technical 
Session on Auditing Standards and 
Procedures of the Illinois Society 
of Certified Public Accountants on 
April 26. His subject was “Criteria 
for Application of Procedures.”’ 

Mr. Clarence W. Schelb spoke at 
the Manufacturers’ Forum of the 
Food Service Equipment Industry 
on May 3, 1951 on “‘Cost Account- 
ing Procedures.” 

Mr. Clyde B. Absher was re- 
cently re-elected to a four-year 
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term as Mayor of Downers Grove, 
Illinois. He was also elected presi- 
dent of the West Suburban Officials’ 
Association, composed of municipal 
Officials of nine suburbs of Chicago 
located along the C. B. & Q. 
Railroad. 


Detroit Office 


The following received their 
C. P. A. certificates in Michigan as 
a result of the November, 1950 
examinations: Messrs. R. M. 
Miller, D. G. Cline and H. I. 
Sullivan. 


Houston Office 


Mr. W. P. Crouch, manager of 
this office, just completed a year 
as a director of the Houston 
Chapter of Certified Public Ac- 
countants and as a director of the 
Houston Chapter of N. A. C. A. 
His name will be placed in nomina- 
tion by the respective nominating 
committees to serve during the 
ensuing year as a director of the 
Houston Chapter of N. A. C. A. and 
as a director of the Texas Society 
of Certified Public Accountants. 

He was recently elected to mem- 
bership in the Business & Estate 
Planning Council of Houston which 
is composed of a limited number 
of C. P. A.’s, attorneys, C. L. U.’s 
and bank trust officers. 


Los Angeles Office 


Mr. Bowles was elected president 
of the Los Angeles Chapter of 


N. A. C. A. on May 15, 1951 and 
attended the annual convention of 
that association in Chicago on 
June 24, 1951. 


Louisville Office 


Thirteen staff members attended 
the Kentucky Institute on Ac- 
counting and Tax Practitioners’ 
Forum at the University of Ken- 
tucky, held on May 15 and 16, 
under the joint sponsorship of the 
College of Commerce of the Uni- 
versity of Kentucky and the Ken- 
tucky Society of Certified Public 
Accountants. Mr. J. Wesley Huss 
spoke on “Unique Auditing Situa- 
tions.” 

Mr. Halloran has been elected a 
Director of the Louisville Credit 
Men’s Association, and a Director 
and Treasurer of the Louisville 
Chapter of S.P.E.B.S.Q.S.A., Inc. 
(Barber Shop Quartets.—Ed.) 

Messrs. Orion T. Eskew, Jr. and 
Allen R. French have been elected 
to membership in the Kentucky 
Society of Certified Public Ac- 
countants. 





New York Office 


Mr. Jennings and Mr. Sinclair 
attended the spring meeting of the 
Council of the American Institute 
of Accountants held in Colorado 
Springs in May. 

Mr. Jennings was elected Vice 
President of the New York State 
Society of C. P. A.’s for 1951-52. 
He spoke at the Middle Atlantic 
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States Accounting Conference in 
late May. 

Messrs. J. W. Dodwell and L. H. 
Spronck were admitted to member- 
ship in the New York State Society 
of C. P. A.’s. 


Philadelphia Office 


At the annual meeting of the 
Philadelphia Chapter of the Penn- 
sylvania Institute of C. P. A.’s 
held at Bala Golf Club on May 22, 
Mr. Harry C. Zug was elected Vice 
Chairman of the Chapter; Mr. 
Philip J. Taylor was elected to the 
Executive Committee, and Mr. 
John L. Moneta continues as a 
member of that Committee for 
another year; and Mr. Britton H. 
Miller won the golf trophy for low 
gross score. 

On May 15, Mr. Britton H. 
Miller addressed the Exchange Club 
of Philadelphia at its luncheon 
meeting held at the Sylvania Hotel, 
his subject being “Tips for the 
Week-end Golfer.” 

The final match of the tourna- 
ment for the 1950 Adam Averell 
Ross Golf Memorial Trophy was 
delayed due to pressure of work, 
etc., but was completed on April 
26, 1951, the finalists being Robert 
T. Engart and J. Kenneth S. 
Arthur. Ken Arthur was the cup 
winner in a close match. 

Mr. Arthur, having been with 
the Philadelphia Office for approxi- 
mately one and one-half years, has 
now returned to the Dallas Office 





and has taken with him not only 
the Ross Cup, but the good wishes 
of all of his Philadelphia associates. 

The following members of our 
staff have been elected to member- 
ship in the Pennsylvania Institute 
of C. P..A.'s: 


Nevin C. Hartman 
Thomas E. Heney 
James D. McMenamin 


The Annual Stag Outing of the 
Philadelphia Office was held on 
Tuesday, May 29, 1951, at the 
Tavistock Country Club, Haddon- 
field, N. J., through the courtesy 
of Mr. Hood. 

The gathering of approximately 
200, including about 50 guests 
from our other offices and former 
members of our staff, countered 
the mixed weather with mixed 
grades of golf, soft ball, volley 
ball and kibitzing. The benefit of 
the storms during the day was 
apparent at the dinner, as the un- 
consumed energy was injected into 
the singing and an enthusiastic 
reaction to the humorous offerings 
of the very able M. C., Harry H. 
Steinmeyer. 

Four appropriately-costumed 
members of the Philadelphia staff— 
Rod Campbell, Bob Lauer, Bill 
Rosenberger and Gene Stillman— 
capably entertained with songs in 
the “Barber Shop Quartet’ style, 
after which Bill Rosenberger gave 
out with a grand performance on 
his marimba with the assistance of 
Gene Stillman. 
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During the evening, two new 
members of the Twenty-Five Year 
Club were recognized, Mr. Haas 
officiating in the presentation of 
gold watches to Rudolph S. Bozzelli 
and Orlando H. Cloud, Jr. 


Announcement of the various 
prize winners’ concluded _ the 
evening. 


Robert T. Engart gets his name 
on The Drabenstadt Cup with a 
net score of 74 in the medal play 
golf tournament; the low gross 
score prize was won by Britton H. 
Miller, and the coveted high gross 
prize was contested bitterly, with 
Edward F. Habermehl finally win- 
ning out with 230 strokes. 


All in all the 1951 Outing was 
voted the best to date. 


Mr. Mahon on April 2d addressed 
the West Virginia Tax Institute, 
Morgantown, W. Va., on “Tax 
Problems of the Coal Industry.” 


On May 15th, he addressed the 
43d Annual Meeting of the Penn- 
sylvania Gas Association at Wern- 
ersville, Pa., on ‘““Tax Loopholes.”’ 
He also spoke in May on “Excess 
Profits Taxes’” at Pennsylvania 
State College at its Fourth Annual 
Institute on Taxation. At the 
International Cost Conference of 
the N. A. C. A. held in Chicago in 
June, he spoke on “The Effect of 
Taxes on Business Planning.” 

Mr. Hewitt on May 9th, acting 
as a substitute for Mr. Jennings, 
addressed the meeting of the Boston 


Chapter of the N. A. C. A. on the 
“Significance of Internal Control.” 

On May 17th Mr. Hewitt partici- 
pated in the annual meeting of the 
Philadelphia Chapter of N. A. C. A. 
in the capacity of Chairman of the 
Nominating Committee and as a 
member of an accounting discus- 
sion panel. 

Mr. Hewitt was elected President 
of the Pennsylvania Institute of 
C. P. A.’s for the year beginning 
June lst at the Institute’s annual 
meeting held June 17th to 20th, at 
Shawnee, Pa. 

On April 25th, Mr. James E. 
Gelbert spoke at Temple Univer- 
sity on the subject of ‘‘Recent 
Changes in the Federal Tax Laws’”’ 
before the Philadelphia Accounting 
Forum, under the auspices of the 
Philadelphia Chapter of the Penn- 
sylvania Institute of C. P. A.’s, in 
cooperation with Colleges and Uni- 
versities in the Philadelphia Area, 
the National Association of Cost 
Accountants and the Institute of 
Internal Auditors, Inc. 

Mr. Cyril P. Gamber on April 
26th addressed the Philadelphia 
meeting of the National Tabulating 
Management Society, his subject 
being ““The Public Accountant and 
Tabulating Equipment.” 


Rockford Office. 


Mr. Leo V. Tinkham was a 
member of a debating team from 
the Rockford Chapter of N. A.C. A. 
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which engaged a team from the 
Peoria Chapter. The subject for 
debate was “Should Fixed Costs 
Be Included in Overhead Applied 
in Inventory” and was presented 
at the March 20 meeting of the 
Rockford Chapter. On May 17, 
the Rockford team visited the 
Peoria Chapter for a return engage- 
ment on the same subject. 


On April 11, the Rockford Chap- 
ters of the National Office Manage- 
ment Association and National 
Association of Cost Accountants in 
cooperation with the Extension 
Division of the University of IIli- 
nois conducted an all day Office 
Management Institute. Mr. John 
W. Conrad was the luncheon 
speaker for the Institute. His 
subject was “Ten Vitamin B’s of 
Business.”’ Mr. Conrad presented 
the same address at the Kiwanis 
Club of Mount Morris on June 6. 


San Francisco Office 


On April 6, the San Francisco 
office had its annual golf tourna- 
ment followed by a dinner for the 
staff. It was an enjoyable occasion, 
but the less said about golf scores 
the better. 


Mr. Walter G. Draewell pre- 
sented a paper on “Renegotiation 
and Termination Procedures” at 
the annual meeting of the California 
C. P. A. Society in June. 


Mr. Giles spoke on “Supervising 
and Reviewing Small Accounting 
Engagements” at an accounting 
study conference at Fresno State 
College in April, and at the April 
meeting of the Oakland Chapter 
of the California C. P. A. Society. 


St. Louis Office 


Mr. Thomas J. Snowden read 
a short paper on “Determination 
of Excess Profits Net Income for 
the Taxable Year’’ and participated 
in a panel discussion on “‘Features 
of Excess Profits Tax Act of 1950” 
at the annual meeting of the 
Missouri Society of Certified Public 
Accountants held in St. Louis on 
June 7. 

Mr. Kermit M. Pennington has 
been elected Treasurer of the St. 
Louis Chapter of the Missouri 
Society of Certified Public Ac- 
countants. He has recently com- 
pleted his fourth year of teaching 
a class in Analysis of Financial 
Statements at Washington Uni- 
versity. 


Seattle Office 


Mr. R. L. Aiken was instrumental 
in organizing the Puget Sound 
Chapter of the Institute of Internal 
Auditing and acted as Moderator 
at a joint meeting of that chapter 
and the Vancouver (Canada) 
Chapter. 
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Washington Office 


Mr. Richardson spoke in April 
at the Eastern Spring Conference 
of the Controllers Institute of 
America on the “Relief Provision 
of Excess Profits Tax Law.” He 


also spoke on the same subject to 
the Cleveland Control of this organ- 
ization. At the First Annual 
University of Denver Tax Institute, 
he spoke on ‘‘Excess Profits Credit 
—Successor Corporations.” 


Greece; 1948-1950 


(Continued from page 20) 


value of a single vial of penicillin 
to a mother whose child is dying, 
nor can you evaluate the worth of 
an overcoat to a man who has 
none in the freezing mountains of 
Northern Macedonia. Perhaps, too, 


it will be the task of a Higher 
Auditor to measure the value of 
the services of the little group of 
men whose genius and industry 
made this gigantic undertaking 
possible. 


Editorials 


Continued from page 21) 


Florida, was also mentioned as of 
great value to horticulture. 


Mr. Sinclair Honored 


Among the five graduates of the 
School of Commerce of New York 
University to receive the first 
annual Madden Memorial Awards 
was Mr. Prior Sinclair. The awards 
were presented at the Commerce 





Alumni Association Dinner at the 
Hotel Roosevelt on April 10. The 
Madden Memorial Fund was estab- 
lished in 1949, to honor the memory 
of Dr. John T. Madden, for twenty- 
three years Dean of the School of 
Commerce. The Madden Memorial 
Awards, a provision of the fund, 
are given to alumni “‘whose careers 
have exemplified outstanding 
achievement in business, industry 
or professional life.’’ 
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1114 Texas Avenue 
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. 100 Bush Street 
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. . Skinner Building 
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